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1 . DEPT HAS RECEIVED REFERENCED OMS AND IS OF OPINION 
THERE IS NO PRACTICAL LEGAL BASIS FOR RESISTING PAYMENT OF 
THAT PORTION OF RATES WHICH ARE SHOWN TO BE BENEFICIAL. 

IT HAS LONG-STANDING BEEN PRACTICE OF USG TO PAY FOR SER- 
VICES WHICH WERE RECEIVED INCIDENTAL TO OUR OFFICIAL 
PRESENCE IN FOREIGN COUNTRIES. SUCH PAYMENTS ARE GENERALLY 
MADE ON BASIS OF CLEAR SHOWING BY HOST GOVERNMENT THAT 
THESE CHARGES DO REFLECT THE PROVISION BY THE HOST COUNTRY 
OR A POLITICAL SUBDIVISION THEREOF OF SERVICES OR COM 

MODI IES WHICH DO BENEFIT OUR OFFICIAL FACILITIES IN THAT 
COUNTRY.IT DOES NOT APPEAR THERE WOULD BE MUCH POINT IN 
CONTESTING GOI ALLOCATION OF THAT PORTION OF RATES WHICH 
IT DEEMS TO BE BENEFICIAL IN NATURE. 

2. WE ARE UNA3LE TO FIND ANY RECORDS IN FILES OF FOREIGN 
TAX RELIEF COMMITTEE WHICH RELATE TO AN AGREEMENT MADE IN 
1968 ON PAYMENT OF ARREARAGES. IN FACT, THIS DATE PRE- 
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HAVE BEEN AN AGREEMENT REACHED BY THE COMMITTEE. IT MIGHT 
BE APPROPRIATE THAT THIS MATTER BE NEGOTIATED WITH GOI 
IN VIEW OF APPARENT ABSENCE OF EVIDENCE OF SUCH AGREEMENT. 

IF GOI IS IN POSSESSION OF SOME DOCUMENT REFLECTING AN 
AGREEMENT, WE WILL GIVE DUE CONSIDERAION TO SUCH DOCUMENT 
AFTER HAVING AN OPPORTUNITY TO REVIEW ITS CONTENT. 

3. AS TO PAYMENT OF VAT. THE DEPT HOLDS LITTLE PROSPECT 
THAT GOI, LIKE OTHER GOVERNMENTS WHICH HAVE ADOPTED VAT, 
WILL GIVE MORE THAN PRESENTLY OFFERED BY WAY OF REFUND. 
SOME EUROPEAN COUNRIES, SUCH AS BELGIUM, GERMANY AND ITALY, 
RETURN LIMITED REFUNDS FOR VAT PAYMENTS. AUSTRIA HAS 
RECENTLY SUBMITTED A BILL TO ITS PARLIAMENT WHICH OFFERS 
A SIMILAR LIMITED REFUND PROGRAM. IN OTHER COUNTRIES 
DEPT IS ATTEMPTING TO OBTAIN FURTHER RELIEF FROM THE VAT. 

IN OUR ARGUMENTS WE ALWAYS NOTE THAT COMPLETE EXEMPTION 
IS PROVIDED TO FOREIGN DIPLOMATS IN THIS COUNTRY AND THAT 
CONTINUED FAILURE TO RECIPROCATE FOR AMERICAN DIPLOMATS 
WILL INEVITABLY LEAD TO A REVIEW OF OUR VERY GENEROUS 
PRACTICE. DEPT IS COMMITTED TO CONTINUED SURVEILLANCE 
OF THE TAX RELIEF PROGRAM AND WILL CONTINUE IN ITS 
EFFORTS TO ACHIEVE TRUE RECIPROCITY. ALTHOUGH THE 
SHORT TERM PROGNOSIS IS BY NO MEANS ENCOURAGING. 
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